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The Canadian Election 

Liberals called this current election with the hopes of securing a majority government in order to fully push through their 

agenda. Since the election was called, the polls have showed the likelihood of a majority is slim. It is looking as though 

there will be a minority government regardless if it is a Conservative or Liberal party voted in.  

All three major parties (Liberals, Conservatives and NDP) have indicated there will be a significant amount of spending in 

their platforms. Therefore, fiscal support will be given no matter who gets elected which is great for economic stimulus. 

The Conservative platform indicated in their platform that they will spend less than the Liberals and NDP and expect to 

balance the budget in 10 years time. The Liberals have a proposed tax on financial institutions (“recovery dividend”) which 

could create pressure on Financials however, it is not looking like it will affect the investors viewpoint on investing in the 

sector.  

One of the major differences between the Liberals and Conservatives is carbon tax. Liberals are suggesting that carbon tax 

go up to $170.00/tonne by 2030, and the conservatives are only wanting $50.00/tonne. Alternative energy will be 

supported by all parties and ZCLN - BMO Clean Energy Index ETF will be of benefit to the energy sleeve of your portfolio. 

ZEO - BMO Equal Weight Oil & Gas Index ETF would be the ETF to look at if conservatives have their platform pushed 

through. 

Potential Tax Increase on US Corporations 

On Monday a tax proposal was unveiled in the US, and it was less aggressive than a lot of progressives were looking for. 

The proposal included a 3% surcharge on the ultra rich (making 5 Million dollars or more). The Democrats want to restore 

the top individual tax bracket back to 39.6% (which the Republicans cut to 37%) and bring the corporate tax rate to as high 

as 26.5%. It still remains unclear of the overall revenue generated from all these tax hikes. It is estimated that if corporate 

tax hikes end up being 25% vs the 26.5% they are proposing, and if they get half of their proposed increase on foreign 

income tax, the expectation is that it is going to have a small impact on the market and potentially reduce the S&P 500 

earnings by about 5% in 2022.  

It seems inevitable that we are going to see higher taxes in the US, and we believe it is important to revisit how you are 

investing in the US right now. ZUQ - BMO MSCI USA High Quality Index ETF is a great way to position yourself since you’re 

invested in companies with high return on equity, low financial leverage and stable earnings growth. 

Volatility in the Markets 

The S&P has been selling off a little bit this month. In the last decade, typically the month of September is less volatile if 

you’re looking at the seasonality of volatility. We believe that investors have been repositioning their portfolios since we 

have been consistently reaching all time highs. A lot of investors have had a very successful year and are looking at how to 

de-risk their portfolios. 

https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZCLN#fundUrl=%2FfundProfile%2FZCLN
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZEO#fundUrl=%2FfundProfile%2FZEO
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZUQ#fundUrl=%2FfundProfile%2FZUQ
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We believe the Low Volatility Factor (specifically  ZLB - BMO Low Volatility Canadian Equity ETF) and the Quality Factor 

(specifically ZUQ - BMO MSCI USA High Quality Index ETF) are great ways to navigate volatility and stay invested in the 

market. Furthermore, we may want to start considering utilizing Covered Calls such as ZPAY - BMO Premium Yield ETF.  

Inflation  

The CPI year over year number has come in well above the long term 2% Fed Reserve target at 5.3%. The market 

yesterday was focused on the month over month CPI number which came in under the market expectation of 0.4% at 

0.3%. CPI has started to trend lower suggesting that inflation is transitory in nature and is caused by a lot of the COVID 

restrictions and supply chain disruptions. However, it is too hard to tell whether that is true considering the industry (in 

terms of goods and services) exhibits a lot of price pickiness. Additionally, Canada’s CPI number came in a little higher than 

the expectation of 3.9% at 4.1%. Overall, we think that it will be US inflation specifically that will be driving the market as 

it is what will be impacting the Fed’s tapering policy.  

For fixed income you may want to consider offsetting duration risk with ZTIP - BMO Short-Term US TIPS Index ETF and ZRR - 

BMO Real Return Bond Index ETF. For equities, the quality factor screens companies with low financial leverage and will 

naturally invest in companies that have strong balance sheets, that are profitable, less volatile and should to well no 

matter what the economic backdrop.  

*To learn more about BMO ETFs, please contact your ETF Specialist. 

https://bmogamhub.com/system/files/low_volatility_strategy_-_sales_aid_-_client_-_etf_-_eng_0_new.pdf?file=1&type=node&id=87493
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZLB#fundUrl=%2FfundProfile%2FZLB
https://www.bmoetfs.ca/uploads/bmoqualityetfwhitepaper_eng-2.pdf
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZUQ#fundUrl=%2FfundProfile%2FZUQ
https://www.bmoetfs.ca/en/reports/#enhanced-income-et-fs-covered-calls-preferred-shares-and-alternatives
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZPAY#fundUrl=%2FfundProfile%2FZPAY
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZTIP#fundUrl=%2FfundProfile%2FZTIP
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZRR#fundUrl=%2FfundProfile%2FZRR
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZRR#fundUrl=%2FfundProfile%2FZRR
https://www.bmoetfs.ca/en/specialist/


 

 

 

 

To listen to BMO ETF podcasts please visit bmoetfs.ca. 

BMO ETF podcasts are also available on 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, All returns and data points July, 2021. 

Any statement that necessarily depends on future events may be a forward-looking statement. Forward-looking statements are not guarantees of 

performance. They involve risks, uncertainties and assumptions. Although such statements are based on assumptions that are believed to be 

reasonable, there can be no assurance that actual results will not differ materially from expectations. Investors are cautioned not to rely unduly on 

any forward-looking statements. In connection with any forward-looking statements, investors should carefully consider the areas of risk described 

in the most recent simplified prospectus. 

 

The viewpoints expressed by the Portfolio Manager represents their assessment of the markets at the time of publication. Those views are subject 

to change without notice at any time without any kind of notice. The information provided herein does not constitute a solicitation of an offer to 

buy, or an offer to sell securities nor should the information be relied upon as investment advice.  Past performance is no guarantee of future 

results.  The statistics in this update are based on information believed to be reliable but not guaranteed.  This communication is intended for 

informational purposes only. 

 

This article is for information purposes. The information contained herein is not, and should not be construed as, investment, tax or legal advice to 

any party. Investments should be evaluated relative to the individual’s investment objectives and professional advice should be obtained with 

respect to any circumstance. 

 

The BMO ETFs or securities referred to herein are not sponsored, endorsed or promoted by MSCI Inc. (“MSCI”), and MSCI bears no liability with 

respect to any such BMO ETFs or securities or any index on which such BMO ETFs or securities are based. The prospectus of the BMO ETFs contains a 

more detailed description of the limited relationship MSCI has with BMO Asset Management Inc. and any related BMO ETFs. 

 

Commissions, management fees and expenses (if any) all may be associated with investments in exchange traded funds. Please read the ETF Facts 

or prospectus before investing. Exchange traded funds are not guaranteed, their values change frequently, and past performance may not be 

repeated. 

 

For a summary of the risks of an investment in the BMO ETFs, please see the specific risks set out in the prospectus.  BMO ETFs and ETF series trade 

like stocks, fluctuate in market value and may trade at a discount to their net asset value, which may increase the risk of loss. Distributions are not 

guaranteed and are subject to change and/or elimination. 

 

BMO ETFs are managed by BMO Asset Management Inc., which is an investment fund manager and a portfolio manager, and a separate legal entity 

from Bank of Montreal. 

 

®/™Registered trade-marks/trade-mark of Bank of Montreal, used under licence. 

https://www.bmoetfs.ca/en/#current-podcasts
https://open.spotify.com/show/0r82489eCvVh1AyWPFQs43?si=syLQWRJrQAW3mjW5yabsEg
https://play.google.com/music/listen?u=0#/ps/Iuw4bvfln52t5vyvcea5phdnlmq

